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In tro duc tion
A Leg is la tive Guide to Wash ing ton State Prop erty Taxes is of fered as a re -
source to mem bers of the Sen ate, their staff, and other in ter ested per -
sons to pro vide an over view of the prop erty tax sys tem in this state.
It de scribes the evo lu tion and char ac ter is tics of our prop erty tax
struc ture, pro vides com par a tive and his tor i cal anal y ses, and out lines
the var i ous pol icy is sues and changes that are un der con sid er ation by 
var i ous par ties with a stake in the cur rent tax sys tem.

The Leg is la tive Guide to Wash ing ton State Prop erty Taxes was de vel -
oped by the Sen ate Ways and Means Com mit tee staff (within Sen ate
Com mit tee Services) to pro vide an swers to many of the typ i cal ques -
tions re gard ing prop erty taxes. These ques tions range from gen eral
re quests for a sum mary of the over all prop erty tax sys tem to very
spe cific in qui ries re gard ing tech ni cal as pects of ad min is ter ing the tax. 
Over the past sev eral leg is la tive ses sions, nu mer ous pro pos als to pro -
vide prop erty tax re lief or re forms have been con sid ered by the Leg -
is la ture in clud ing Ref er en dum 47 which was passed in No vem ber
1997 (see page 18 for a com plete dis cus sion).

This Leg is la tive Guide to Wash ing ton State Prop erty Taxes is a sum -
mary of our prop erty tax sys tem in tended to as sist its read ers in un -
der stand ing ba sic ter mi nol ogy and gain ing a his tor i cal and an a lyt i cal 
per spec tive with which to eval u ate po ten tial re forms. Staff of the Sen -
ate Ways and Means Com mit tee have also de vel oped a Wash ing ton
State Prop erty Tax Man ual that pro vides a more in-depth look at prop -
erty taxes.  It is much more com pre hen sive and tech ni cal, re quir ing a
ba sic un der stand ing of the prop erty tax sys tem and ter mi nol ogy.

The Wash ing ton State Prop erty Tax Man ual was de vel oped as a re -
source doc u ment and is avail able upon re quest.

Ques tions con cern ing this re port or re quests for the Wash ing ton
State Prop erty Tax Man ual should be ad dressed to the staff of the Sen -
ate Ways and Means Com mit tee, 300 John A. Cherberg Build ing,
Olym pia, Wash ing ton 98504. Tele phone: (360) 786-7715.
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How Much Money Does the Prop erty 
Tax Gen er ate and How is it Spent?
In 1998, Wash ing ton State tax pay ers paid a to tal of $4.7 bil lion in
prop erty taxes to lo cal gov ern ments, state gov ern ment, and school
dis tricts. Prop erty taxes are the sin gle larg est source of rev e nue for lo -
cal gov ern ments, gen er at ing about $1.5 bil lion per year, ap prox i -
mately 48 per cent of lo cal gov ern ment tax rev e nues. The prop erty tax 
is the third larg est source of rev e nue to the state Gen eral Fund, gen -
er at ing ap prox i mately $1.2 bil lion in FY 1998 or about 12 per cent of
Gen eral Fund rev e nue. The re main ing $2.0 bil lion is dis trib uted to lo -
cal school dis tricts for main te nance and op er a tions (M&O) or cap i tal
con struc tion.

Chart 1 shows the break down of all rev e nues for state and lo cal
gov ern ment by source of rev e nue.

Lo cal gov ern ment con sists of hun dreds of sep a rate tax ing dis tricts
across the state. In ad di tion to the state (a sin gle tax ing dis trict for
pur poses of col lect ing the state levy), there are 39 coun ties, 271 cit ies
and towns, 381 fire dis tricts, 139 emer gency med i cal ser vice (EMS)
dis tricts, 73 ports, and 15 li brary dis tricts. Chart 2 breaks down the
$4.7 bil lion in prop erty taxes col lected in 1998 by the type of tax ing
dis trict.
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Col lec tively, school dis tricts re ceive 32 per cent of the rev e nue from 
prop erty taxes, the larg est por tion of the to tal. The state re ceives the
larg est share for any sin gle tax ing dis trict, 26 per cent. The state’s
share is dis trib uted en tirely to pub lic schools, as will be dis cussed
later.  In to tal, 57 per cent of all prop erty tax rev e nue is col lected in
sup port of K-12 ed u ca tion.  The pro por tions dis played in Chart 2 rep -
re sent the dis tri bu tion of taxes col lected from the “av er age” in di vid -
ual tax payer in the state.

What Prop erty is Tax able?
The 14th Amend ment to the State Con sti tu tion de fines prop erty as
ev ery thing that can be owned, whether tan gi ble or in tan gi ble. The
prop erty tax is ap plied an nu ally to the as sessed value of all prop erty
un less it is spe cif i cally ex empt by law.

For prop erty tax pur poses, there are two broad classes of prop erty, 
real and per sonal. Real prop erty con sists of land and build ings, struc -
tures, or im prove ments that are af fixed to the land. The Con sti tu tion
re quires that real es tate (real prop erty) con sti tute a sin gle class. This
re quire ment is sig nif i cant in con junc tion with the ad di tional con sti tu -
tional re quire ment that taxes be uni form within a class of prop erty.

In gen eral, ev ery thing else is re ferred to as per sonal prop erty. Be -
cause the Leg is la ture has ex empted mo tor ve hi cles, house hold goods, 
and per sonal ef fects, only that per sonal prop erty used in busi ness is
now tax able.
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In 1998, 92 per cent of all as sessed prop erty sub ject to prop erty tax
was real prop erty while only 8 per cent was per sonal prop erty.
Nearly all of the tax able per sonal prop erty be longs to busi nesses and
con sists pri mar ily of ma chin ery and equip ment. Chart 3 dis plays the
dis tri bu tion of all tax able prop erty, real and per sonal.

What are the Ma jor Ex emp tions 
From Prop erty Tax?
There are nu mer ous other ex emp tions from prop erty tax, es tab lished
ei ther by stat ure or con sti tu tion ally. Chart 4 lists the ma jor ex emp -
tions from prop erty tax and the sav ings to tax pay ers from these ex -
emp tions in 1997-99.

Any prop erty tax ex emp tion has the ef fect of slightly in creas ing
the tax rate that own ers of all other tax able prop erty must pay by re -
duc ing the over all base of tax able prop erty. This cir cum stance of
caus ing one seg ment of tax pay ers’ taxes to in crease as a re sult of ex -
empt ing the value of prop erty of an other seg ment of tax pay ers is
com monly re ferred to as a “tax shift.”

As can be seen from Chart 4, these ex emp tions to taled $21 bil lion
for 1998 in state and lo cal tax sav ings. That is, if the ex empt prop erty
were taxed at ex ist ing rates, these tax pay ers would pay $21 bil lion
more and all other tax pay ers would pay $21 bil lion less.
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The text of the orig i nal State Con sti tu tion de clares, “Such prop erty
as the leg is la ture may by gen eral laws pro vide shall be ex empt.” It is
this pro vi sion of the Con sti tu tion that al lows the Leg is la ture to grant
prop erty tax ex emp tions. Note that it al lows the Leg is la ture to ex -
empt types of prop erty; it does not al low the Leg is la ture to ex empt
prop erty based on its owner.

By far the larg est ex emp tion is that for in tan gi ble prop erty. Ex empt 
in tan gi bles pre vi ously in cluded money, mort gages, notes, ac counts,
stocks and shares of cor po ra tions, and other sim i lar prop erty. In 1997, 
the ex emp tion for in tan gi ble prop erty was sig nif i cantly ex panded to
in clude trade marks, trade names, pat ents, copy rights, trade se crets,
fran chise agree ments, li censes, etc.
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Exemption State Taxes Local Taxes Total

Intangible
Property (e.g..
Cash, deposits,
loans, securities)

 3,342,463,000  11,183,410,000  14,525,873,000

Business
Inventories  162,520,000  543,522,000  706,042,000

Household
goods/personal
effects

 108,897,000  364,314,000  473,211,000

Senior Citizens  34,990,000  164,314,000  199,304,000

Churches  31,083,000  104,002,000  135,085,000

Nonprofit
hospitals  23,293,000  77,934,000  101,227,000

Private schools
and colleges  20,834,000  69,706,000  90,540,000

Agricultural
products  13,491,000  45,118,000  58,609,000

All others  974,490,000  3,405,027,000  4,379,517,000

TOTAL  4,712,061,000  15,957,347,000  20,669,408,000

Chart 4
Ma jor Ex emp tions from Prop erty Tax - 1997-99 Bi en nium



When Were These Ex emp tions Granted?
The ex emp tion for in tan gi ble prop erty was orig i nally granted by the
Leg is la ture in 1925 and has been amended sev eral times, most re -
cently in 1997. The ex emp tion for busi ness in ven to ries was passed by
the Leg is la ture and phased in over ten years, be gin ning in 1974. Mo -
tor ve hi cles were ex empted from prop erty tax in 1937, when the cur -
rent mo tor ve hi cle ex cise tax was en acted. As early as 1871, there
were ex emp tions for house hold and per sonal ef fects, but the ex -
panded ex emp tion that in di vid u als have to day was granted in 1935.
Churches and hos pi tals have ex emp tions that were granted prior to
state hood, in 1854 and 1886 re spec tively. Com puter soft ware was ex -
empted in 1991. Ex emp tions for ag ri cul tural prod ucts were sub ject to
leg is la tive changes from 1973 through 1984 when the cur rent ex emp -
tion for all such prod ucts was en acted. Pri vate schools and col leges
were ex empted by the Leg is la ture in 1925.

Note that each of these ex emp tions was granted in stat ute by the
Leg is la ture; only the ex emp tion for se nior cit i zens was au tho rized
through a con sti tu tional amend ment.

What Types of Prop erty Tax Re lief 
are Avail able to Se nior Cit i zens?
Se nior cit i zen prop erty tax ex emp tions orig i nated with a con sti tu -
tional amend ment in 1966 and have been mod i fied by the Leg is la ture 
many times since. A con sti tu tional amend ment was re quired be cause 
se nior cit i zen ex emp tions are based on the owner of the prop erty not
on the type of prop erty.

Only low-income home own ers who are se niors (or are re tired as a re -
sult of a phys i cal dis abil ity) are el i gi ble for prop erty tax re lief. This re lief
can come in the form of an ex emp tion, a freeze in their as sessed value,
and/or a de fer ral of tax due, de pend ing on in di vid ual cir cum stances.

Home owners 61 years of age and older may ap ply for an ex emp -
tion from pay ing ex cess lev ies if their house hold in come is $30,000 or
less. The prop erty tax re lief is avail able for taxes pay able in the year
af ter the ap pli ca tion is made and ev ery year there af ter. They are also
ex empt from reg u lar lev ies on a por tion of their home value if their
in come is $24,000 or less.1
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 A re lated pro gram al lows home own ers at least 60 years of age
with house hold in comes of $34,000 or less to de fer pay ment of all
prop erty taxes. These taxes may be de ferred un til the sale of the
prop erty or un til the prop erty ceases to be the per ma nent res i dence
of the home owner or sur viv ing spouse.

While prop erty tax ex emp tions are quite pop u lar with low-income
se niors, de fer rals ap par ently are not. Even though the el i gi bil ity re -
quire ments are broader for the de fer ral pro gram than for the ex emp -
tions, only 1,400 peo ple took ad van tage of the avail able tax de fer ral
for 1998, com pared to 132,000 re ceiv ing ex emp tions.

What are “Cur rent Use” 
Val u a tions and “Open Space?”
Al though not a tax ex emp tion in a strict sense of the term, cur rent use 
val u a tions re duce the tax bur den on cer tain prop er ties and in do ing
so “shift” taxes to other tax pay ers just as an ex emp tion does. This is
done by al low ing the as sessed value to be de ter mined based on the
use which the prop erty is cur rently uti lized rather than the mar ket
value (or the “high est and best use”) of the prop erty. Es tab lish ment
of the cur rent use pro grams re quired a con sti tu tional amend ment,
passed by the vot ers in 1969, to cre ate an ex cep tion to the con sti tu -
tional re quire ment that all real prop erty be treated uni formly. The
amend ment al lowed the 1970 Leg is la ture to cre ate a pro gram for cur -
rent use val u a tion that was fur ther ex panded in 1973.

The pro gram al lows ag ri cul tural lands, tim ber lands, and other
“open space” lands to be as sessed ac cord ing to their value as they are 
cur rently be ing used, rather than the mar ket value. This “cur rent
use” value is typ i cally much lower than mar ket value and is there fore 
a tax ben e fit for the prop erty owner. “Open space” lands are lands
which con serve nat u ral re sources, pro mote con ser va tion, en hance
pub lic value and rec re ation, pre serve vi sual qual ity, or have other
leg is la tively iden ti fied at trib utes which are of pub lic ben e fit. Ag ri cul -
tural and tim ber lands are sub ject to var i ous re quire ments re gard ing
size, use, and in come. When prop erty is re moved from the cur rent
use val u a tion pro gram, ei ther by the owner or the as ses sor due to a
change in use, back taxes must be paid.
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What Types of Re stric tions and Lim i ta tions
are There on Prop erty Tax Col lec tions?
The myr iad of con sti tu tional and stat u tory pro vi sions re gard ing
prop erty taxes has served to cre ate an in ter con nected sys tem of prop -
erty tax ad min is tra tion and col lec tion. In or der to un der stand the
over all sys tem and the ra tio nale for its evo lu tion, it is im por tant to re -
view the re stric tions and lim i ta tions gov ern ing prop erty taxes.

Uni for mity in Tax a tion
Per haps the most im por tant prin ci ple of prop erty tax a tion in our
state is the uni for mity of tax a tion. In the 1853 Or ganic Act es tab lish -
ing the gov ern ment of the Wash ing ton Ter ri tory, the U.S. Con gress
im posed a strong re quire ment for uni for mity in tax a tion in or der to
pre vent the ter ri tory’s res i dents from im pos ing a dis pro por tion ate
share of taxes on non res i dents. Uni for mity of tax a tion con tin ued as a
fun da men tal prin ci ple in the State Con sti tu tion adopted in 1889.

The State Con sti tu tion in cludes a uni for mity clause, adopted in
1931, that pro vides “taxes shall be uni form upon the same class of
prop erty within the ter ri to rial lim its of the au thor ity levy ing the tax... 
All real es tate shall con sti tute one class.” This means that taxes must
be the same on real prop erty of the same mar ket value. Uni for mity
re quires both an equal rate of tax and equal ity in val u ing the prop -
erty taxed. Many other states have dif fer en tial tax rates or dif fer ent
value stan dards that de pend upon the sep a rate clas si fi ca tions of
prop erty. Such a sys tem would not be con sti tu tional in Wash ing ton.

One Per cent Limit
Be yond the prin ci ple of uni for mity, the Wash ing ton State prop erty
tax sys tem as we know it to day re ally took shape in the early 1970s.
In 1972, Wash ing ton State vot ers amended the Con sti tu tion to limit
the an nual amount of prop erty taxes that may be im posed on an in di -
vid ual par cel of prop erty to 1 per cent of its true and fair value, or $10
per $1,000 of value. Un der the con sti tu tional amend ment, the 1 per -
cent limit may be ex ceeded only with the ap proval of 60 per cent of
the dis trict’s vot ers.

Taxes im posed un der the 1 per cent limit are termed “reg u lar” lev -
ies, while those out side the limit are “ex cess” or “spe cial” lev ies. For
state wide taxes due in 1998, 66 per cent are reg u lar lev ies and 34 per -
cent are ex cess voter-approved lev ies. The ma jor ity of ex cess lev ies
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are school dis trict lev ies. Chart 5 breaks down the state wide av er age
reg u lar and ex cess lev ies by type of tax ing dis trict.

The 1 per cent max i mum rate for reg u lar prop erty taxes is lim ited
fur ther by a com plex se ries of stat utes. By law, tax rates are stated in
terms of dol lars per $1,000 of value. There fore, the 1 per cent limit is
the same as $10 per $1,000. The $10 limit is bro ken down as fol lows:
$3.60 is re served for the state with $0.50 avail able for four ad di tional
pur poses: pres er va tion of open space, emer gency med i cal ser vices,
af ford able hous ing, or met ro pol i tan parks in larger cit ies.

The re main ing $5.90 is avail able to lo cal dis tricts. Counties, cit ies,
and road dis tricts are known as “se nior dis tricts” and get first pri or -
ity in levy ing the $5.90. Counties are al lo cated $1.80 and cit ies re ceive 
$3.60 (or less if li brary or fire pro tec tion ser vices are pro vided by sep -
a rate dis tricts rather than the city). In un in cor po rated ar eas, there is
no city levy but a county road levy of $2.25 is au tho rized.

The re main ing por tion of the $5.90 is al lo cated to “ju nior” dis -
tricts, which in clude fire dis tricts, wa ter dis tricts, park and rec re ation 
dis tricts, cem e tery dis tricts, hos pi tal dis tricts, sta dium dis tricts, flood
con trol dis tricts, air port dis tricts, and nu mer ous oth ers. Even though
each ju nior dis trict also has a stat u tory limit on its tax rate, the cu mu -
la tive to tal of the al low able rate lim its for all se nior and ju nior dis -
tricts ex ceeds the $5.90 limit. In the event the cu mu la tive rates lev ied
on a par cel of prop erty by all of the dis tricts might ac tu ally ex ceed
$5.90 per 1,000, the rates are pro rated down un til they reach $5.90. Se -
nior dis tricts get pri or ity over ju nior dis tricts in this pro cess.
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The state por tion of the prop erty tax is of ten re ferred to as the state 
school levy, be cause the stat utes des ig nate the $3.60 max i mum state
levy be used solely for sup port of pub lic schools.

The “old” 106 Per cent Limit 
and the “new” Limit Fac tor
Sub ject to con sti tu tional and stat u tory lim its, lo cal gov ern ment tax ing 
dis tricts gen er ally de ter mine their prop erty tax levy based on the rev -
e nue re quired to fund their bud get for the fol low ing year. Per haps
the most sig nif i cant lim i ta tion to that prac tice was the cre ation of the
106 per cent limit. In 1971, the Leg is la ture im posed a stat u tory limit
on an nual in creases in lo cal gov ern ments’ rev e nues from prop erty
taxes. The 1979 Leg is la ture ex tended this limit to the state prop erty
tax as well.

Un der the old 106 per cent limit, rev e nues from any dis trict’s reg u lar
prop erty tax levy may not ex ceed 106 per cent of the high est amount of
rev e nue re ceived from any levy in the pre ced ing three years. Added to
this is an amount to ac count new con struc tion and im prove ments.

In 1997, vot ers passed Ref er en dum 47 (de scribed fully on page 18), 
which changed the work ings of the 106 per cent limit. Now, a tax ing
dis trict is only al lowed to in crease its levy by the lesser of in fla tion or
6 per cent. Tax ing dis tricts are no lon ger al lowed to in crease au to mat i -
cally by 6 per cent each year. For a dis trict to in crease the levy by the
full 6%, a super ma jor ity vote of the gov ern ing body in each dis trict is 
re quired. For taxes due in 1998 this in fla tion limit fac tor was 1.9 per -
cent and in 1999 is pro jected to be 0.85 per cent. Tax ing dis tricts with
fewer than 10,000 res i dents can still use the full 6 per cent with out a
supermajority vote.

The limit fac tor (or in fla tion fac tor) ap plies only to reg u lar lev ies
and not to ex cess lev ies. It re stricts gen er ally the to tal amount of
prop erty tax rev e nue that any dis trict can raise in a given year and
there fore tends to limit taxes. Im por tantly: It does not nec es sar ily re -
strict the amount of in creased taxes on an in di vid ual prop erty, nor
does it limit the amount of in crease in the as sessed value of a par tic -
u lar prop erty. It can af fect in di vid ual prop erty own ers quite dif fer -
ently. Tax payers with larger than av er age as sessed value in creases
will of ten see tax in creases in ex cess of the limit fac tor. Those with as -
sessed val ues that grow slowly or not at all will see tax in creases less
than the limit fac tor. Again, the limit fac tor sim ply con trols the to tal
tax col lec tions within a dis trict not nec es sar ily the taxes paid by each
tax payer.
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How are In di vid ual 
Prop erty Taxes De ter mined?
The tax on a par tic u lar prop erty is cal cu lated by mul ti ply ing its as -
sessed value by the tax rate. Once the max i mum al low able reg u lar
prop erty tax levy amount is de ter mined for a dis trict un der the limit
fac tor, the county as ses sor then cal cu lates the nec es sary tax rate by
di vid ing the to tal levy amount by the amount of tax able prop erty (to -
tal as sessed value) in the dis trict. The rate is ex pressed in terms of
dol lars per $1,000 of val u a tion. The rate is mul ti plied by each $1,000
in value for each par cel to de ter mine the tax. An in di vid ual tax bill is
the sum to tal of all such cal cu la tions for all of the in di vid ual dis tricts
levy ing tax on the par tic u lar prop erty.

The Con sti tu tion stip u lates that prop erty tax is to be lev ied against 
the “true and fair” value of prop erty. Prop erty as sess ment, or val u a -
tion, is the pro cess by which the “true and fair” value is de ter mined.
In or der to com ply with the pro vi sions of the Con sti tu tion, all tax able 
prop erty must be as sessed at 100 per cent of its true and fair value un -
less the law spe cif i cally pro vides oth er wise, such as with low-income
se nior cit i zens. A county as ses sor makes these as sess ments for about
97 per cent of the prop erty in the state. The De part ment of Rev e nue
makes the re main ing 3 per cent of the as sess ments.

How is Prop erty As sessed 
and the Tax Col lected?
All prop erty ex cept new con struc tion is as sessed on its value as of
Jan u ary 1 of the as sess ment year and is listed on the tax rolls by May
31. For new con struc tion, the July 31 value is listed. No tices of val u a -
tion changes are mailed to the owner of the prop erty. Tax payer ap -
peals of as sessed val ues must be filed with the county Board of
Equal iza tion by July 1 or 30 days fol low ing the mail ing of the no tice
of re val u a tion, which ever is later.  How ever, the county leg is la tive
au thor ity may au tho rize up to 60 days.

The trea surer in the county where the prop erty is lo cated col lects
prop erty taxes. The trea surer is re quired to send each tax payer a no -
tice which must in clude the amount of tax owed, the value of both
real and per sonal prop erty, and the name and amount for each tax ing 
dis trict levy ing a tax. The no tice must also sep a rately state the
amount of ex cess (voter-approved) lev ies. The county trea surer mails
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the tax bill to the “tax payer” listed on the tax rolls, which may be a
lend ing in sti tu tion in cases where the prop erty owner has pro vided
that taxes are to be paid from a re serve ac count ad min is tered by the
lend ing in sti tu tion. The trea sur ers mail tax bills af ter Feb ru ary 15.
The first half of the tax is due by April 30; the sec ond half by Oc to ber
31. Given the timelines re quired for re val u a tion and bill ing, the taxes
due in any par tic u lar year are based upon the as sessed value from
the pre ced ing year.

There are three cri te ria used by as ses sors in val u ing real prop erty:
com pa ra ble sales, cost, and in come po ten tial. Stat utes re quire that
de ter mi na tion of the true and fair value of the prop erty be based on
the sales of com pa ra ble prop erty, pro vided those sales are rep re sen -
ta tive of the mar ket de mand, or mar ket value, for such prop erty. In ad -
di tion to com pa ra ble sales, as ses sors may also con sider the cost or
re place ment cost of the real prop erty. A third cri te rion that may be
con sid ered is the in come po ten tial that “would be de rived from pru -
dent use of the prop erty.” The cost and in come cri te ria may be the
dom i nant fac tors in de ter min ing prop erty value only when there are
not suf fi cient com pa ra ble sales, for “prop erty of a com plex na ture,”
or for a pub lic util ity. One, two or all three cri te ria may be ap plied to
a given par cel.

For many years, as sess ment prac tices var ied widely across the
state, re sult ing in both con sti tu tional and stat u tory changes in tended
to im prove ad her ence to re quire ments for uni for mity.  In the early
1950s, with the im po si tion of the real es tate ex cise tax, the state be gan 
to re ceive ac cu rate data on ac tual sales prices of real prop erty which
re vealed sig nif i cant in eq ui ties be tween the as sessed value and the ac -
tual mar ket value among tax pay ers liv ing in dif fer ent ar eas of the
state.  In 1955, the Leg is la ture re quired that no prop erty go more than 
four years with out its value be ing re as sessed.

More fre quent re val u a tion of prop erty im proves uni for mity when
mar ket val ues are in creas ing be cause prop erty as sess ments more
closely re flect the cur rent value. Oth er wise, some prop erty is val ued
based on cur rent val ues while other prop erty val u a tions lag far be -
hind the mar ket value.  De creasing the amount of time be tween re -
val u a tions also less ens the amount of each in crease in value.  Of the
39 coun ties to day, 20 re value on a four-year cy cle and 17 re value an -
nu ally, with only two coun ties on two or three year cy cles.  Since sev -
eral coun ties with large prop erty bases re value an nu ally, the large
ma jor ity of prop erty in the state is re val ued an nu ally.
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What Does Equal iza tion 
of As sess ments Mean?
Still, dif fer ences do ex ist in re val u a tion cy cles and as sess ment prac -
tices among coun ties. Re call that the Con sti tu tion re quires taxes on
real es tate to be uni form within a dis trict and that for the pur pose of
col lect ing the state prop erty tax, the state is one dis trict. Since dif fer -
ences in county as sess ment prac tices would re sult in the state prop -
erty tax be ing ap plied non-uniformly across the state, it is nec es sary
for the state De part ment of Rev e nue to es ti mate the re la tion ship in
each county be tween the as sessed value and the ac tual mar ket value.
This re la tion ship is stated in terms of a ra tio called the “in di cated ra -
tio.” The es ti mates are done on the ba sis of av er ages de ter mined
from sam pling in di vid ual par cels.

For the 1998 as sess ment year, the “in di cated ra tio” of as sessed
value to mar ket value ranged from 0.995 (very close to a ac tual value) 
in Is land County to 0.75 in Pend Oreille (75 per cent of ac tual value).
The state wide av er age in di cated ra tio for all coun ties was 0.90. The
De part ment of Rev e nue does not then ad just as sessed val ues for each
prop erty in a given county, but it does ad just the state prop erty tax
rate ac cord ing to the in di cated ra tio for that county. The ef fec tive
state prop erty tax rate is there fore dif fer ent in each county, but this
rate mul ti plied by the as sessed value re sults in a uni form tax across
the tax ing dis trict, which is the en tire state. This pro cess is called
“equal iza tion.”

Are Pub lic Schools 
Funded from the Prop erty Tax?
The Wash ing ton State Con sti tu tion es tab lished ba sic ed u ca tion as the 
state’s par a mount duty. Sub se quent stat utes and court de ci sions have 
es tab lished that the state must pro vide suf fi cient aid to lo cal school
dis tricts to fund ba sic ed u ca tion. As a re sult, spend ing for pub lic
schools ac counts for al most one-half of the state Gen eral Fund bud -
get.

As men tioned ear lier, the state prop erty tax levy is ded i cated for
pub lic schools and is fre quently termed the state school levy. The rev -
e nues are paid di rectly into the Gen eral Fund, along with all the
other tax rev e nues that go to the Gen eral Fund. They are not placed
in a sep a rate pub lic school ac count.
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The rev e nue from the state school levy is equal only to about one
quar ter of the Gen eral Fund al lo ca tion to pub lic schools from the
state bud get. Rev e nue from the state prop erty tax levy, $2.5 bil lion
for the 1997-99 bi en nium, is de pos ited into the state Gen eral Fund.
The Gen eral Fund also re ceives $15.2 bil lion from sales tax, busi ness
and oc cu pa tion tax, real es tate ex cise tax, and the other rev e nue
sources shown on Chart 1. Al though the state will col lect only $2.5
bil lion in prop erty taxes spe cif i cally ded i cated for schools, the state
ap pro pri ated $8.3 bil lion pub lic schools from the Gen eral Fund for
the same two-year pe riod.

The state school levy as we know it to day was en acted in 1975.
Prior to 1975, prop erty own ers paid a lo cal reg u lar school levy of $3.60 
per $1,000. At that time, the state also funded more than half of state -
wide school op er at ing bud gets from gen eral rev e nues. State aid was
“equal ized” in an ef fort to off set the dif fer ences in per stu dent tax
rev e nues be tween school dis tricts that re sulted from the lo cal reg u lar
school levy. Those dif fer ences oc curred be cause dis tricts with greater
to tal prop erty value rel a tive to their num ber of stu dents were able to
gen er ate more rev e nue per stu dent from the same tax rate than was a 
dis trict with low prop erty value. School dis tricts also had the abil ity
to col lect ex cess prop erty tax lev ies, sub ject to voter ap proval.

In 1975, the lo cal reg u lar levy was re placed by the reg u lar state
levy and state aid was in creased to re place the lost lo cal rev e nue.
Over the fol low ing few years, the state moved rap idly to full fund ing
of ba sic ed u ca tion from the state Gen eral Fund.

To day, lo cal school dis tricts are al lowed to col lect ex cess prop erty
tax rev e nues, with voter ap proval, to en rich their pro grams be yond
the level of ba sic ed u ca tion. These lo cal school ex cess lev ies are lim -
ited to an amount equal to 24 per cent of rev e nues re ceived from state
and fed eral sources. Cer tain dis tricts that were col lect ing a higher
per cent age of prop erty taxes be fore the “levy lid” was im posed are
still able to col lect an amount greater than 24 per cent through a
“grand fa ther clause” in the stat ute. Ex cess school lev ies for main te -
nance and op er a tions may be for a pe riod of up to four years and re -
quire a 60 per cent voter ap proval. Sub ject to sim i lar voter ap proval
re quire ments, dis tricts may also levy prop erty taxes to fund school
con struc tion, tech nol ogy and school buses.

As il lus trated on Chart 2, school dis trict ex cess lev ies ac count for
32 per cent of the to tal prop erty taxes col lected state wide. The state
prop erty tax levy (also ded i cated for schools) ac counts for an other 26
per cent.
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How do Wash ing ton State 
Prop erty Taxes Com pare?
This sec tion ex am ines a num ber of com par a tive sta tis tics re gard ing
prop erty taxes in Wash ing ton State, in clud ing com par i sons with
other states and his tor i cal com par i sons to ex am ine how prop erty
taxes have changed over time. The anal y sis is ac com plished largely
through the use of a se ries of graphic pre sen ta tions.

Chart 6 shows the his tory of the state prop erty tax rate.  The rate is
stat u to rily lim ited to $3.60 per $1,000 of as sessed value, how ever it
does fluc tu ate from year to year due to the in ter ac tion be tween prop -
erty val ues and levy lim i ta tions.  The rate in 1998 was only $3.17.
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Chart 7 is a com par i son among all states of prop erty taxes rel a tive
to in come. When com pared to the other 49 states, state and lo cal
prop erty taxes in Wash ing ton ap pear to be about in the mid dle. For
taxes due in 1995, Wash ing ton ranked 24th in prop erty taxes at $36.30 
per $1,000 of per sonal in come. Wash ing ton prop erty taxes were just
slightly above the na tional av er age of $36.02. Cal cu lated on a per ca -
pita ba sis, Wash ing ton ranked 18th at $805 per per son.

A re cent trend, par tic u larly since the early 1990s, has been the shift 
of the tax bur den from tax pay ers whose prop erty is not in creas ing in
value to tax pay ers whose prop erty is in creas ing in value. The real es -
tate boom in King County of the early nineties was pri mar ily a res i -
den tial real es tate boom. Com mer cial prop er ties were gen er ally not
in creas ing at the rate of res i den tial prop er ties. As can be seen from
Chart 8, the pro por tions of state wide as sessed value (and there fore
the tax bur den) of com mer cial and res i den tial prop erty have been
chang ing.
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In 1990, com mer cial prop erty rep re sented 42 per cent of the state -
wide as sessed value, and there fore paid 42 per cent of the prop erty
taxes. Since then, the rel a tive share of com mer cial as sessed value
(and there fore taxes) has de creased by 8 per cent points to 34 per cent.
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What are Some of the Re cent Leg is la tive
Changes to the Prop erty Tax?

Ref er en dum 47 (SB 5835 - Chap ter 3, Laws of 1997)
In an at tempt to ad dress many of the per ceived prob lems within the
prop erty tax sys tem, the leg is la ture passed SB 5835 that was placed
on the bal lot as Ref er en dum 47. In No vem ber 1997, the vot ers passed
the ref er en dum that in cluded three ma jor com po nents; a per ma nent
re duc tion in the state prop erty tax, a change to the 106% limit, and
value av er ag ing to pre vent large val u a tion in creases. The state su -
preme court later ruled this last com po nent to be un con sti tu tional.

106 Per cent Limit. The 106 per cent limit is changed to the
lesser of (1) 106 per cent or (2) “the limit fac tor,” which is de -
fined as 100 per cent plus the per cent age change in the im -
plicit price de fla tor for per sonal con sump tion (in fla tion).
How ever, the old 106 per cent limit still ap plies to tax ing dis -
tricts with pop u la tions less than 10,000. In ad di tion all tax ing
dis tricts may ex ceed the limit fac tor with a two-thirds vote of
the rel e vant gov ern ing body.

Re duc tion in the state levy. The state prop erty tax levy was
re duced by 4.7%. This has the ef fect of re duc ing all fu ture
state lev ies. (In ad di tion, the state levy is now cal cu lated
based upon the in fla tion-based limit fac tor rather than the
106% limit. This fur ther re duces the state prop erty tax.)

Value Av er aging. A lim i ta tion is placed on add ing large val -
u a tion in creases. Each year, the cur rent ap praised value is
com pared to the as sessed value for the pre vi ous year and any 
in creases in val u a tion (in most cases) are lim ited to 15% per
year. With such a lim i ta tion, the as sessed value would re turn
to mar ket value within a few years even in heated real es tate
mar kets.

On July 30, 1998, the state Su preme Court in Belas v. Kiga in val i -
dated the value av er ag ing pro vi sions of Ref er en dum 47. In in val i dat -
ing the value-averaging pro vi sions, the court stated that Ref er en dum
47 in ten tion ally cre ates a dif fer ent as sess ment ra tio for prop erty
which is ap pre ci at ing at a rate in ex cess of 15 per cent than it does for
prop erty which is not ap pre ci at ing as rap idly. This dif fer ence in as -
sess ment ra tio causes a lack of uni for mity in the tax bur den. The
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court held that this scheme vi o lated the uni for mity re quire ment of
the Con sti tu tion be cause all real prop erty is one class for tax pur -
poses.

Ex emp tion for In tan gi bles 
(ESSB 5286 - Chap ter 181, Laws of 1997)
ESSB 5286 ex panded the ex emp tion for in tan gi ble per sonal prop erty
to in clude ALL in tan gi ble prop erty. In tan gi ble prop erty ex empt from 
tax now in cludes all items pre vi ously ex empt plus items such as
trade marks, trade names, brand names, pat ents, copy rights, trade se -
crets, fran chise agree ments, li censes, per mits, core de pos its of fi nan -
cial in sti tu tions, noncompete agree ments, cli en tele, cus tomer lists,
pa tient lists, fa vor able con tracts, fa vor able fi nanc ing agree ments, rep -
u ta tion, ex cep tional man age ment, pres tige, good name, or in teg rity
of a busi ness. The ex emp tion does not in clude char ac ter is tics or at -
trib utes of prop erty such as zon ing, lo ca tion, view, geo graphic fea -
tures, ease ments, cov e nants, prox im ity to raw ma te ri als, con di tion of
sur round ing prop erty, prox im ity to mar kets, and the avail abil ity of a
skilled work force.

Se nior Cit i zen Ex emp tion Pro gram 
(ESSB 6533 - Chap ter 333, Laws of 1998)
Par tic i pa tion in the se nior cit i zen pro gram was ex panded and the
amount of tax ben e fit was in creased in ESSB 5835. The in come lev els
for de ter min ing el i gi bil ity in the pro gram were in creased. The top
cat e gory now in cludes those with in comes up to $30,000 (was
$28,000).  The mid dle cat e gory now cov ers in comes from $18,000 to
$24,000 (was $15,000 to $18,000) and the low est cat e gory cov ers se -
niors with in comes up to $18,000 (was $15,000.) In ad di tion, the max i -
mum in come for val u a tion freeze el i gi bil ity was in creased to $30,000
(was $28,000). Finally, the amount of tax re lief given to tax pay ers el i -
gi ble un der the first two cat e go ries (up to $24,000) was in creased.
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What Leg is la tive Changes to the Prop erty
Tax might be pro posed in the fu ture?

Mul ti ple Clas si fi ca tion Sys tems (“Split Rolls”)
In many states, prop erty tax clas si fi ca tion sys tems pro vide for dif fer -
ent classes of prop erty which are sub ject to dif fer ent tax rates or val u -
a tions. For ex am ple, res i den tial prop erty might be clas si fied
sep a rately from com mer cial prop erty and taxed at a lower rate. Dif -
fer ent types of com mer cial prop erty might be sep a rated into classes
and taxed at dif fer ent rates, much the same as our state ad min is ters
the busi ness and oc cu pa tion tax. To do so will likely re quire a con sti -
tu tional amend ment due to the pro vi sions of the uni for mity clause.
When ever the value of one type of prop erty is re duced (ei ther
through split rolls or ex emp tions), taxes are shifted to other tax pay ers 
and some tax ing dis tricts may re ceive less rev e nue.

Home stead Ex emp tions and Credits
Home stead ex emp tions and cred its ap ply spe cif i cally to owner-occupied
res i den tial prop erty. Home stead ex emp tions re duce the as sessed value 
of a home owner’s prop erty. For ex am ple, a home owner might be ex -
empt from pay ing tax on the first $50,000 in value on the home; or
per haps a home owner’s pri mary res i dence is ex empt from prop erty
tax al to gether. That tax bur den is shifted to prop erty own ers who
don’t get the home stead ex emp tion, such as home own ers with
higher-valued prop erty or com mer cial prop erty own ers. Again it is
likely that such a pro posal would re quire a con sti tu tional amend -
ment.

Al ter na tively, home stead cred its are amounts sub tracted from the
tax owed. The as sessed value and taxes are cal cu lated as with all
other prop erty, but then the home owner re ceives a tax credit that de -
creases the ac tual tax bill. As a re sult, tax ing dis tricts (in clud ing the
state) lose rev e nue but there is no shift of the taxes to other tax pay ers.

Thirty-seven states of fer home stead ex emp tions or cred its; 14
states and the Dis trict of Co lum bia have pro grams with no age lim its; 
14 states have pro grams for se niors only; and nine states of fer pro -
grams for all ages with more gen er ous ben e fits for se nior cit i zens.
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Tax De fer rals
Six teen states and the Dis trict of Co lum bia of fer de fer ral pro grams
that al low cer tain peo ple, usu ally the el derly and dis abled, to post -
pone pay ing prop erty taxes un til death or the sale of their prop erty.
The pro grams in 14 states (in clud ing Wash ing ton) are lim ited to per -
sons over a cer tain age.

Leg is la tion has been in tro duced to ex pand op tions for tax de fer rals 
to other tax pay ers in our state. Leg is la tion has been pro posed to al -
low de fer ral of taxes for low-income home own ers of any age and to
al low de fer ral of tax in creases be yond a cer tain per cent age, re gard -
less of age or in come. Such pro pos als are in tended to lessen the pos si -
bil ity that tax pay ers will lose their homes be cause of ris ing taxes.

Other tax pay ers are un af fected be cause tax de fer rals do not shift
taxes to other tax pay ers. Since the pro gram is a de fer ral and not an
ex emp tion, the taxes are re cov ered over time.

Ad min is tra tive Changes
Nu mer ous bills have been in tro duced that would change the way the 
prop erty tax is ad min is tered. Bills have been in tro duced to pro vide
ad di tional in for ma tion on re val u a tion no tices and tax state ments, to
have tax state ments sent to the prop erty owner as well as the per son
pay ing the tax, to pro hibit fur ther in creases in val u a tion dur ing ad -
min is tra tive ap peals, and to re quire cit ies to no tify as ses sors when ac -
tion they take could af fect land val ues.

Bills have also been in tro duced to elim i nate the hard ship of pay ing 
taxes twice a year. These bills have au tho rized quar terly or monthly
pay ments. Leg is la tion has been con sid ered to re quire an nual re val u a -
tion of all prop erty in or der to de crease the mag ni tude of any one in -
crease in as sessed value. For coun ties on re val u a tion cy cles lon ger
than two years, the change in value for an in di vid ual par cel of prop -
erty fol lows a stair-step pat tern. For ex am ple, in a four-year re val u a -
tion cy cle, there is no change in value for a par cel of prop erty for
three years. In the fourth year, there could be a sub stan tial change in
value rep re sent ing four years of value growth.

Con versely, some peo ple like the three-year “free ride” un der the
four-year cy cle. An nual re val u a tions also re quire a greater com mit -
ment of re sources at the county level, and the change in val u a tion in
some coun ties may be so grad ual as not to jus tify an nual re val u a -
tions.
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Glos sary
Class of Prop erty: The term is used in the State Con sti tu tion to de -
scribe a broad type of prop erty. There are only two classes of
prop erty— real prop erty (real es tate) and per sonal prop erty (ev -
ery thing else).

Com pa ra ble Sales Ap proach: A cri te rion which as ses sors use in
de ter min ing the value of a par cel of prop erty. In fact, it is the pri -
mary cri te rion that as ses sors are re quired to use in de ter min ing
value. As ses sors look at the dol lar value of sales of com pa ra ble
par cels of prop erty.

Cost Ap proach: Cost (or re place ment cost) is a cri te rion which as -
ses sors may use in de ter min ing the value of a par cel of prop erty.
In the ab sence of de fin i tive data on com pa ra ble sales, as ses sors ex -
am ine the cost, or re place ment cost, of the par cel of prop erty.

Cur rent Use Val u a tion: A method of es tab lish ing the as sessed
value of a par cel of prop erty which al lows the as ses sor to de ter -
mine value based on the use for which the prop erty is cur rently
uti lized rather than the mar ket value. Cur rent use val u a tion al -
lows an owner to re duce the tax bur den on ag ri cul tural lands, tim -
ber lands, and open space lands. For ex am ple, ag ri cul tural lands
may be val ued based on their pro duc tion, even though the prop -
erty has a higher mar ket value as com mer cial prop erty or a hous -
ing de vel op ment.

Equal iza tion: A pro cess by which the state De part ment of Rev e -
nue ad justs the state prop erty tax rate within each county to ac -
count for dif fer ences in as sess ment prac tices be tween the 39
coun ties in which the state prop erty tax is lev ied. Equal iza tion is
nec es sary to en sure that the state prop erty tax is lev ied uni formly
on tax pay ers across the state.

Ex cess (or Spe cial) Levy: Prop erty taxes im posed in ex cess of the 1 
per cent con sti tu tional limit which must be voter ap proved.

In come Ap proach: In come is a cri te rion which as ses sors may use
in de ter min ing the value of a par cel of prop erty. In the ab sence of
de fin i tive data on com pa ra ble sales, as ses sors es ti mate the in come 
po ten tial of a par cel of prop erty and its ef fect on mar ket value.

In di cated Ra tio: The sta tis ti cal ra tio be tween the av er age as sessed 
value of prop erty within a county and the ac tual mar ket value of
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prop erty within the county. The in di cated ra tio for each county is
de ter mined by the state De part ment of Rev e nue on the ba sis of
av er ages de rived from sam pling in di vid ual par cels within the
county. In di cated ra tios are used in equal iz ing the state prop erty
tax levy across the state to en sure uni form tax a tion.

Ju nior Dis tricts: Tax ing dis tricts which can levy prop erty taxes
but which have a lower pri or ity in levy ing prop erty taxes than
coun ties, cit ies, and road dis tricts. Ju nior dis tricts in clude fire dis -
tricts, li brary dis tricts, wa ter dis tricts, park and rec re ation dis -
tricts, hos pi tal dis tricts, cem e tery dis tricts, flood con trol dis tricts,
and nu mer ous oth ers.

Limit fac tor: A stat u tory limit ap proved by the vot ers in Ref er en -
dum 47 de fined as 100 per cent plus the per cent age change in the
im plicit price de fla tor for per sonal con sump tion (in fla tion).

One Per cent Limit: A con sti tu tional pro vi sion lim it ing the an nual
amount of prop erty taxes that may be im posed on an in di vid ual
par cel of prop erty, with out voter ap proval, to 1 per cent of its true
and fair value.

Open Space: Open space lands are lands which con serve nat u ral
re sources, pro mote con ser va tion, en hance pub lic value and rec re -
ation, pre serve vi sual qual ity, or have other at trib utes which are
of pub lic value. Such lands are el i gi ble for val u a tion based on cur -
rent use rather than mar ket value.

Per sonal Prop erty: All prop erty, tan gi ble and in tan gi ble, which is
not real prop erty (real es tate) is per sonal prop erty.

Real Prop erty: Real prop erty con sists of land and the build ings,
struc tures, or im prove ments that are af fixed to the land. Real
prop erty and real es tate are use syn on y mously.

Reg u lar Levy: Prop erty taxes im posed un der the con sti tu tional 1
per cent limit on lev ies are termed reg u lar lev ies. Reg u lar lev ies do 
not re quire voter ap proval.

Split Roll: Tax ing one type of prop erty dif fer ently than an other
type. The ex am ple most of ten cited is tax ing com mer cial prop erty
dif fer ently than res i den tial prop erty.

Tax Shift: Causing one seg ment of tax pay ers’ taxes to in crease as a 
re sult of ex empt ing the value of prop erty of an other seg ment of
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tax pay ers. For ex am ple, ex empt ing a por tion of res i den tial prop -
erty may cause taxes on com mer cial prop erty to in crease.

Uni for mity Clause: Ar ti cle 7, Sec tion 1 of the State Con sti tu tion re -
quires “All taxes shall be uni form upon the same class of prop erty 
within the ter ri to rial lim its of the au thor ity levy ing the tax...” Uni -
for mity re quires both an equal rate of tax and equal ity in val u ing
the prop erty to be taxed. The Con sti tu tion also stip u lates that real
es tate is one class of prop erty.

Val u a tion: The pro cess used by the as ses sor to de ter mine the true
and fair value, or the as sessed value, of prop erty. An other term
for val u a tion is prop erty as sess ment.

106 Per cent Limit: A stat u tory limit im posed by the Leg is la ture in
1971 (in 1979 for the state levy) that lim its an nual in creases in
prop erty tax rev e nues for a tax ing dis trict from reg u lar lev ies to
no more than 106 per cent of the high est amount of rev e nue from
any levy in the past three years. (see also Limit Fac tor above)
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